ARO2 
1966 ANNUAL REPORT/ UNITED CO-OPERATIVES 


DEVELOPMENT BY DESIGN 


AIRECTORS’ REPORT 


1965-1966 BOARD OF DIRECTORS AND GENERAL MANAGER 


Seated, left to right: H. K. Stillman, Campbellford, Director, Zone 3; H. S. Forrester, Mallorytown, Director, Zone 2 
R. S. McKercher, Vice-President, Dublin, Director, Zone 7; F. G. Cryderman, President, Thamesville, Director, Zone 9; 
F. W. Hamilton, Vice-President, Guelph, Director, Zone 6; L. Harman, General Manager, Weston; D. E. Stauffer, Bright, 
Director-at-Large. 


Standing, left to right: N. M. Marshall, Norwich, Director, Zone 8; T.. Langman, Hawkestone, Director, Zone 4; 
C. Hopkins, Haileybury, Director, Zone 1; T. R. Lougheed, Barrie, Director-at-Large; E. B. McCutcheon, Proton, Director, 
Zone 5; C. W. Huffman, Harrow, Director-at-Large. 


UCO had a year of growth ... a year of chal- 
lenges. It was a year which brought many 
“alterations” to UCO but ended with “business 
better than usual”. 


In general, business in Canada was good last 
year and the Canadian economy continues to be 
buoyant. World demand for food is steadily in- 
creasing. Your Board is confident that UCO and 
- its member co-operatives will play an important 
role in Ontario food production in 1966-67. Your 
Board is looking forward to another successful 
year of service. We urge you to read carefully 
the Financial Reports and the Management 
Report for details of the year’s operations. 


Next year and the years beyond will be 
successful with good planning to meet objectives. 
We chose the theme — Development by Design 
— for this year to highlight the role that planning 
plays in success. 


W. H. McEwen, after sixty years’ association 
with co-operatives (36 of these with Maritime 
Co-operatives) notes in a recent article that Co- 
operative progress is being made by co-ordina- 
tion and integration. He reflects that growth 


and change and “great financial needs’ are 
testing the local co-operatives’ ability to meet 
their members’ needs. 


To a considerable extent, this is the case with 
many local Ontario co-operatives. It is the major 
reason why the most important “happening” in 
Ontario Co-operative business in the past decade 
is the much-discussed re-organization plan. 


The re-organization plan has had a major im- 
pact on UCO. A year ago, 16 local Co-ops had 
merged, and became branches. In 1965-66, 23 
locals merged, and a branch was formed at 
Beamsville, bringing the total to 40 branches. 
Nearly 23,000 individual members held equity in 
UCO at the year end. The wide acceptance of 
the direct membership is gratifying to your 
Board. We are confident that co-operators in 
Ontario will benefit greatly. 


The year 1965-66 proved to be one of the 
busiest for your directors. They each spent an 
average of 55 days on the job for you (and away 
from their own businesses). It involved 65,000 
miles of travel in total, by car, train and air to 
attend literally hundreds of meetings. The latter 


include 12 regular two-day board meetings, two 
series of zone and district meetings of councillors 
and directors, local board and council meetings, 
and many others. The directors are involved in 
associated organizations, such as Co-operators 
Insurance Association, Ontario Federation of 
Agriculture, United Dairy and Poultry Co-opera- 
tive, Twin Pines Apartments and inter-regional 
co-operatives. 


Directors of retail co-operatives and CO-OP* 
Councillors at UCO Branches will have found the 
year a busy one also. In particular, Councillors 
have faced a major challenge. These men have 
assumed more direct responsibility for the whole 
of UCO, particularly in membership liaison and 
development. We see their role as being vital 
to UCO’s success in the future. 


It is our policy to be as basic as possible in 
the manufacture and distribution of goods. This 
has brought UCO into membership with several 
“inter-regional” co-operatives. These are Central 
Farmers Fertilizer Company, Chicago, Illinois; 
Interprovincial Co-operatives, Winnipeg, Mani- 
toba; National Co-operatives, Albert Lea, Min- 
nesota; and United Co-operatives, Inc., Alliance, 
Ohio. UCO purchases a wide range of products 
through these co-operatives. 


We have increased UCO’s membership activi- 
ties during the past year with the introduction 
of the: United Co-operatives NEWS. It is mailed 
to all members and councillors and selected 
patrons. It is also sent to all directors and 
managers of member co-operatives, and in some 
cases (at their request) to their ‘members. It is 
mailed to staff of UCO and some associated 
organizations. Total circulation is now 40,000 
per issue . Your organization will continue to 
provide members with news of UCO and its 
activities and to inform members on co-operative 
action in the province and elsewhere. 


Members also were sent an Interim Report on 
UCO’s financial position at mid-year, something 
which we have not done for members before. 


UCO members should remind themselves that 
they have built an immensely useful farm supply 
and marketing service for themselves. It has 
taken place in an economy that moves more and 
more to big business. We want and expect to 
continue this service. Membership must support 
actively the growth of your co-operative. Last 
year, $900,000 was raised in debentures, much 
of it from members. We will raise in 1966-67 
*Registered Trade Mark 
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$2 million in debentures and $250,000 in preferred 
shares. Whether corporate or individual member, 
it’s your co-operative. Support it and invest in it. 


Your Board appreciates the advice and support 
from directors of member co-operatives and 
CO-OP Councillors during 1965-66. We also wish 
to say a sincere “thank you” to our General 
Manager and all of his staff for their contribu- 
tions to the growth and continued success of 
UCO. | 


atin F Bryan 


PRESIDENT 


uee MANAGEMENT REPORT 


How well has our Ontario co-operative business succeeded 
in youthful speeding up during the past year? How well 
has the leadership of the 80,000 members of UCO and 
its associated local co-operatives advanced in Ontario’s 
business? To what degree have we kept pace with 
changes in science and business administration and rapid 
growth of finances of the multinational corporations? How 
does our growth compare with that of schools and high- 
ways and other public services? 


We should take satisfaction that (treating UCO statis- 
tics as if the branches still were local co-ops) distribution 
of feed, seed, fertilizer, petroleum and hardware increased 
20% _or_$9 million from $43 million to $52 million. 
Volume in the three Marketing Departments, Livestock, 
Grain and Poultry increased by $2 million. Total volume 
of UCO product departments reached $113 million. Then 
the 40 retail branches showed volume increase of 20% 
to $20 million. Eliminating duplication between the 40 
branches and the product departments left a total volume 
in UCO for the year of $118,664,019. That’s a lot of 
business operated under the Ownership and control of the 
80,000 patron-members of UCO and its member co- 
operatives. 


The major addition of cold storage for poultry at Peters- 
burg came into effective operation. Grain is flowing to 
market through four new elevators where UCO participa- 
ted in financing: Brigden (branch), Woodstock (branch), 
Blytheswood (Comber Co-op), Arner (Kingsville Co-op). 
The nine million dollars worth of fixed assets has been 
improved at many points. 


UCO has maintained net earnings over $700,000 as an 
average figure for the past ten years. 


“The present situation regarding co-operatives in the developed countries 
can be likened to a long distance runner who has for some time been 
stepping along well up with his competitors; suddenly some of these 
competitors choose to break away and race ahead. Have aging co- 
operatives sufficient powers of rejuvenation to chase after them?” 


From: R. H. Gretton, FAO, Food and Agriculture Organization of United Nations 
at Congress of ICA, International Co-operative Alliance. 


LEONARD HARMAN 
General Manager 


Two years ago UCO was providing $20 million to 
finance its operations, one year ago $23 million, and this 
year $31 million. 


In the past year and a half UCO has carried the cost 
and cushioned the shock of reorganizing 40 of the 100 
local co-ops that are mainly in the same lines as UCO. 
The present mergers may represent one of the five most 
important developments in Ontario co-operative history. 
The other four would be the development of The United 
Farmers Co-operative 50 years ago, organizing 100 local 
co-operatives 20 years ago, and significant entry into 
feed, fertilizer and petroleum some twenty years ago and 
reorganizing into UCO 18 years ago. But these 40 
mergers and the next 40 do not represent the speed-up 
to which Mr. Gretton and our competitors challenge us. 
We are only pulling up our sox for the race ahead. 


The hundred-year-old co-operatives of Britain and 
Western Europe are proving very active. Witness the 
four stage plan for Co-op Denmark to merge all the con- 
sumer co-ops in that country. See Sweden increasing 
its volume and service while consolidating from 8,000 
stores in 1960 to 3,000 in 1966 to 1,500 projected for 
1970. At our Golden Anniversary in Ontario we spoke 
much of United Co-operatives of Ontario growing out of 
United Farmers Co-operative just 15 years earlier. Twenty 
years after the transfer to UCO the old UCO federation 
of 1948 will be largely replaced by the new UCO with its 
streamlined retail-wholesale structure and program. 


OPERATIONS HIGHLIGHTS 


Most marked improvements in product areas in UCO in 
the past year were in feed manufacturing and poultry 
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processing. Feed volume jumped 27% through the three 
UCO provincial plants last year. This facilitated a marked 
drop in manufacturing cost per ton and a marked in- 
crease in dollars of earnings on feed. The major addition 
of cold storage contributed to an encouraging earning in 
poultry processing compared with some operating loss in 
most of the previous five years. A new volume level of 
poultry was reached at 18 million pounds. 


As yet, UCO has only been able to purchase less than 
a quarter of its fertilizer ingredients from Central Farmers 
Fertilizer Co-operative. But out of total earnings of $7 mil- 
lion by Central Farmers, UCO received over $50,000 in 
patronage returns. With lowered margins in manufacturing 
and retailing this was a most welcome reinforcement for 
the Ontario co-operative program. 


Petroleum showed its best volume increase of the past 
four years. Very successful Fall and Spring Sales were 
major factors in higher hardware volume. 


The two marketing operations, in livestock and grain, 
which operate on a commission basis with very low 
margins, account for nearly half of UCO’s 100 million 
dollars of volume. Since UCO handles most of the 
Western slaughter and stocker cattle coming to the 
Toronto market, a marked drop in shipments from 
Western to Eastern Canada this year dealt UCO volume 
a severe blow. Of course, UCO continues as the leading 
seller of cattle in Eastern Canada. 


dollar volume is up 18% which is generally more than in 
most local co-ops which have not merged. There appears 
to be new life and a more direct approach in the retail 
branches on the great Ontario co-operative programs of 
feed, fertilizer, petroleum and hardware. 


From the 40 co-ops which have merged, UCO is opera- 
ting retail distribution on a branch basis at 55 points. 
Through the 2g co-ops with regional management UCO 
manages retail services at 45 points. So UCO now 
manages retail services at 100 points. Of the 130 CO-OP 
feed mills in Ontario in addition to the three at Guelph, 
Peterborough and Kemptville, UCO now includes 47 at 
retail branches adding to 50. There are 30 mills in the 
29 regionally managed locals: so UCO is managing 80 of 
the 130 CO-OP feed mills. 


To handle the greater work and volume and to operate 
the 40 retail branches there has been a major increase 
in necessary number of UCO staff. At the end of 1964 
this was 456, at 1965 this had increased to 786 and now 
at 1966 it is 1,103. Of these, 425 jobs were transferred 
from the 40 local co-ops as they became retail branches 
of UCO. A great deal of attention has been given to 
planning UCO jobs and to selection and development of 
people for them. The program has been shifting rapidly 
to the most modern approaches of “Management by Ob- 
jective”. 


Going from no individual members two years ago to 
23,000 now has provided marked opportunities for new 


JULIAN SMITH 


__ Manager, 
Distribution Division 


HAMISH MacLEOD 


Manager, 
Marketing Division 


WU—Oo DIVISION MANAGERS 


ALEX MILLER 
Manager, 
Development Division 


— 


ROBERT J. WRIGHT 


Manager, 
Secretary’s Division 


ED.-E. CHORNEY 


Manager, 
Treasurer’s Division 


After moderate earnings each past year in marketing 
Ontario cash grain, UCO faced _its first loss along with a 
numb al_co-ops and in grain marketing. 
The corn crop which showed earl Fa _ better 
than average yield deteriorated rapidly as the adverse 


weather of the late I965~ summer months persisted 


through the Fall months. As a consequence, sales volume 
fell eppteclebly stort of expectations tee Sa 
of the year.” e€ normal practice of forward selling of a 
fraction of the potential crop did not turn out at all well. 
The minimum takeover of Ontario winter wheat conse- 


quent to the shortest crop in several years is reflected 
in substantially lower revenue from that source. 


“How are the branches doing?”, is a frequent question 
much more easily asked then answered. In the first 
place the 40 have operated as UCO retail branches for 
the following periods: 4 for 15 months, 12 for twelve 
months, 6 for nine months, 11 for six months, 3 for 
three months, 4 — no months. One statistic is clear: 
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aspects of the UCO member relations program. First 
came information on the new structure to these thousands 
of patrons and the transfer of their membership and 
investment to UCO. Now we look forward to some 40 
branch meetings of members in January 1967 with the 
election of Councillors and Delegates. Then there are 
the new programs for active participation of the Co-op 
Councils throughout the year. 


Two expense areas in the branches have increased 
significantly. In a number of the 40 in process of re- 
organization there was a lag in wage levels and benefits, 
at a time of general inflation of staff costs. Thus the new 
branches faced unusual upward adjustments in this area. 
Also the higher interest rates and larger requirements of 
funds brought higher money costs. Biggest struggle in 
the branches has been introducing and operating new and 
better policies and programs on credit to improve collec- 
tions and to control money use. 


A number of the 40 locals that merged represented 
many of those in the 100 UCO member co-ops which 
“had come out of great tribulations’. Some had relatively 
unfavorable balance sheets and operating statements in 
recent years. Most of these were improving their opera- 
tions using UCO management services, and most of the 
40 are continuing better operating trends. Co-operators 
in locals which brought favorable earnings and a strong 
balance sheet to the merger should be confident that five 
and ten years in the future their locality will be better 
served than if they had declined or deferred reorganiza- 
tion. One of the best ways to strengthen UCO and 
advance Ontario’s co-operative future would be for some 
of the most successful of the other 60 local co-ops to 
seek early merger. 


The principles of merger now are well developed and 
well understood. The methods are tested. The immediate 
costs are proven and largely have been borne on the 
first 40. The savings and advantages of retail-wholesale 
integration now must be achieved. Some of these lie in 
co-ordinated management of nearby local branch units. 
Some lie in more advanced systems of records and infor- 
mation. Much work is going forward on both of these 
aspects. 


Regionally Retail 
Managed Branches 


Locally 
Managed 


We should try to compare operations through the new 
integrated structure in 1970, not with what existed in 


1965, but with what would have existed by 1970 had we 


not embarked on the mergers. This is complicated by 
the rate at which business generally is achieving the 
socially desirable trend toward high volume with low gross 
margins and low net earnings seen as a percentage of 
volume. Strong earlier co-operatives in some countries 
which paid as much as 10 percent patronage returns 
50 years ago came to five percent 20 years ago and now 
struggle to maintain two or three percent. With all the 
strength of the corporation-owned chain stores in North 
America there probably is not one that could pay two 
percent patronage returns (or perhaps even one percent) 
and meet necessary “rental” to its investors on the funds 


they provide. We may expect to revise our ideas and 
our plans on the place and prospects of patronage returns 
in UCO and in most other co-operatives. 


Board and Management of UCO repeatedly have given 
strong assurance to those local co-operatives which 
choose not to merge with UCO that their participation in 
UCO will be treasured as it has been. Obviously this is 
true when local co-ops handle 60 percent of the distribu- 
tion going through UCO product departments. It will be 
true if and when they handle 20 percent or even 10 per- 
cent. UCO was able to serve a third of the locals that 
retained local management better than would have been 
possible if UCO had not undertaken regional management 
of two-thirds. Likewise UCO will be able to provide whole- 
sale and other services better for continuing incorporated 
co-operatives than it would have been able to do if UCO 
had not entered retailing through branches. 


FINANCING UCO 


The most significant change in the business situation 
in Canada and many other countries during the past year 
has been tight money. Sources of finance and credit for 
farmers and householders have hot only become more 
expensive but have become much more scarce. This 
condition also prevails in the great majority of other 
business enterprises whether under corporate, co-opera- 
tive or public ownership. Ontario co-operatives are in a 
similar position to other enterprises in finding limited 
sources of financing, an inhibiting factor in early growth. 


Two major additions to UCO equity in the past two 
years have been in reserves and in preferred shares. 
Reserves from retained earnings and from the mergers 
have increased a million dollars, now amounting to 
$2,845,613. Preferred shares have come from nothing 
to over two million dollars, about half from mergers, and 
about half as sales for cash. 


Your management, in consultation with your Board of 
Directors, is undertaking much sharper financial analysis 
on use of the 30 million dollars of funds provided through 
the organization. Proposed new and additional uses of 
funds already are subjected to a consistent measurement 
of “Return on Investment”. Gradually we shall consider 
present uses of funds under the same microscope. This 
is a modern means of comparing where to use the money 
so it will contribute best to the success of the business. 
Projects with lowest return and least contribution to major 
Ontario co-operative programs must make way in co- 
operatives for more desirable applications. 


It is most encouraging that UCO has been able to 
maintain the percentage of shareholder equity during the 
past three years. But this should be increased. One 
sound way is to increase reserves and shares as rapidly 
as possible out of retained earnings. Another is to effect 
mergers that improve UCO equity. But in 1967 we need 
plans to sell the budgeted quarter million dollars of addi- 
tional preferred shares, and more. Those of us who have 
purchased UCO preferred shares and debentures are justi- 
fied in regarding these as a desirable part of our savings. 
Substantial additional amounts of each would be a real 
boost to Ontario co-operative development. 


One of the changes that will become most apparent is 
identification of all the places of business that are owned 
by your provincial co-operative, with the UCO sign. De- 
cision by Board of Management on the form of this now 
permits proceeding with not only the sign, but with much 
painting of premises. Of course the (Co-op) trademark 
continues on major products. 


We have the people and the programs for advancing 
Ontario co-operative business. Both elected and employed 


oyaer So 
BRATIVES 


representatives of Ontario co-operatives have provided un- 
usual effort and leadership in changing structure and 
programs during the past year. Confidently we enter 


Lanark to 


GENERAL MANAGER 


uce United Co-operatives of Ontario 


and Subsidiary Companies 


CONSOLIDATED STATEMENT OF OPERATIONS 


Yo For the 52 weeks ended the 24th September, 1966 
\\ , (With comparative amounts for the 52 weeks ended the 25th September, 1965) 


1966 1965 
oe Se ... $ 118,664,019 $ 104,682,350 
PREMNE SOCK TIGNGICD. ono c cee ban Cece aes enwcrens 1,581,842 ~~22>046,001 
a RT lo ad. hah wb daw oe ueelle ade cyt 77,082,177 _ 100.0% 62,636,349 100.0% 
SOstIOE GOODS SOLD 2.4... ie. ed ieee 69,558,239 58,049,336 
Seman INOU ee ec Shoe ee ate as oe 7,523,938 4,587,013 
MEER TIVESLOCK) 2 ale ss Tae ee ee ee Seas 400,909 414,985 
meta KELIND: no. spe ge eave aue ts penieie dd Ge ne ae 16,037 15,128 
7,940,884 10.3 5,017,126 8. 
SELLING, GENERAL AND ADMINISTRATIVE EXPENSE .......... 7,230,728 9.4 4,306,950 oa ( 
INCOME BEFORE INCOME TAXES ........................ oe 710/356 9 > 710,176 Were 5 Ny 
MG OME TAXES (Noie 6)... 2s. Piece eee 224,10 3 {8380 Bh” 


NET SAVINGS FOR THE PERIOD BEFORE PAYMENT OF 


PATRONAGE DIVIDENDS ....................... eee seen. $ 486,056 6% ce 8% fx 
The following amounts have been deducted in arriving at E Deaf 


net savings: ; y 
ey ke Ea) ae cege oa ee Or a ra $ 984,187 $ 677,799 yor , 
RO es ne ie icy 456 Gov alee oan bes eee eae 17 At2 15,917 
Interest on long term debentures and other long term debt.... 407,475 350,442 
REMOTE GMO TOLIDIOAINS 8 onde weet ed kk Ke LR ee ewe 552,574 364,771 
Investment income, deducted from general and 
ISIE CXDCNISOS Ts oe ied eyed eee ea ec tate’ 279,303 209,352 
CONSOLIDATED STATEMENT OF GENERAL RESERVE 
Perc eeOCeDeCiieeO! VEAL 6k. aes 606 hee ki a egw ohio ae © $ 1,846,910 $ 1,623,148 
Add: Net savings for the year after income taxes ............ 486,056 327,470 
Adjustment relating to the acquisition of net assets of 
MENGE RICSIMIIMILCCIe sere ieee a5 pak centre « cpet vars mueeaone — 216,149 
Credit arising from revaluation and collection of branch 
BCCOUNTSENECCIVADICR atten ncndehtositt mer o..s ote tne ai cee wae 898,563 — 
$,252;529 2,366,473 
eects OOo DALLONGRERIELUIMNS «oa 2a dose nak aoe debe a oe a 384,427 506,989 
Dividend on, preference shares «0.056.256 .ce tb adac eeu 1,489 12,574 
385,916 519,563 
Balinice. amend Oieyeal 2. ee Pk ee es rae eee aca weee SP ez S45,618 $ 1,846,910 


See the accompanying notes to these financial statements. 


United Co-operatives of Ontario 


and Subsidiary Companies 


CONSOLIDATED BALANCE SHEET 


At 24th September, 1966 
(With comparative amounts at 25th September, 1965) 


ASSETS 

CURRENT ASSETS 1966 1965 
Cash Speed REE eee ae ee are ects US een ee ee S$ 121,337 $ 93,455 
Accounts receivable less $806,782 allowance for doubtful accounts (1965—$668,410) 12,049,489 8,351,801 
Current portion of investments and deferred accounts receivable ................. 299,165 239,368 
Merchandise inventories valued at the lower of cost or replacement cost ........... 6,167,861 J TENS) OS 1S, 
Prepaid expense: and: supplies: . £25. . site cc, cen etre ous ee eee eee re meee AT 2a 298,912 
Total current: AsSS@ts: ox. de cate ecosystem 19,115,103 13,697,191 
DEFERRED ACCOUNTS RECEIVABLE ...... S35 os sn052 sae tus wee See ea pee eee eae ne O523/7, 278,498 
INVESTMENTS :——at’ cost. .(NOtE D2) «Lee Phopetyec ose osu eee ee ee SOR 675 3,444,897 
PROPERTY AND: EQUIPMENT. (Note: 3) cig. oncc5 scm cnc cesus ey od eae ee 9,190,404 6,339,897 
TOTAL} ASSETS 9205 ooo -cchee so eashin ee Qn a has sor mene $31,598,419 $23,760,483 


LIABILITIES AND MEMBERS’ EQUITY 


CURRENT LIABILITIES 


Bank: joan:==:secured.: bs. sae eel ae he ee $ 8,490,339 $ 5,402,105 
Notestpayablesandsdemand@de bemttine sim-maeaeya ssi ieee ie ire ner rater Te7O4 a 50, 985,626 
Accounts spayablesand accrued expenses </2..,..1 ose. ee 4,295,117 3,906,581 
Currentsportion of long term debt sus fs chos. heh cee ee 131,608 185,650 

Income taxes "payable: 2500s. 45 ec rl eis ee eee ee 146,080 — 
Total® Current aDIUTtIeS oo. a5 cece ae ek cc eter ga 14,827,694 10,479,962 
ACCUMULATED TAX REDUCTIONS APPLICABLE TO FUTURE YEARS (Note 6) .......... 301,200 214,000 
LONG TERM: DEBT:.(Note:<4) 5 6 ack. 4: cet cet ae ee enc reer ae 7,932,801 6,617,249 
Total iabitithes 2.5: hsj2 59340 nae eee Pe eco ane Re ere eae 23,061,695 7, See 

MEMBERS' EQUITY 

Common .sharese(Notey'5) 503 2 oat eke eos liars. erate emg: ne eee 315382-751 3,748,620 
Preference ‘shares: (Note. 5)" 26 15 <tieeectoN emeee Scorn es ene Ca ee tp ee ee 2,158,360 853,742 
General feserveis maces epee te |S, 7 PR low cake ote ey Atle ee en RY ea 2,845,613 1,846,910 
Totaliimenmbers !Oquity at. a.ceiaae gare Net as secede: <6 ccc ae oe ore ee eno ea 8,536,724 6,449,272 
$23,760,483 


TOTAL LIABILITIES AND MEMBERS' EQUITY ....... ................00.0005- $31,598,419 


See the accompanying notes to these financial statements. 


Approved on behalf of the Board: 


F. G. CRYDERMAN, Director 
R. S. McKERCHER, Director 
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ue United Co-operatives of Ontario 


and Subsidiary Companies 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


24th September, 1966 


1. PRINCIPLES OF CONSOLIDATION 


The accounts of the wholly-owned subsidiary companies which are consolidated, Patrons Capital Funding Limited, Patrons 
pcecelanre Limited and Tend-R-Flesh Limited, the latter being a non-operating subsidiary, are as at the 24th September, 
966. 


2. INVESTMENTS 


SlVestmMentemenon-consolidated subsidiaries) a... 1.4... -oebnse- 5 4-ee ce oe soe on Sc ee ee Ges OF250 
5) OMS WSSU hee ee ea or et Re ot fe ee ea PRE WT antl net eer Re eee ey SHloveAZ5s 
$3,197,675 


a) The assets, liabilities, income and expenses of Twin Pines Apartments Limited, a wholly-owned subsidiary and Co- 
operators Insurance Agency Limited, in which United Co-operatives of Ontario holds a sixty-eight percent ownership, 
have not been consolidated in the attached financial statements because of the dissimilar nature of their operations. 
Savings of Twin Pines Apartments Limited for the fiscal year ended 3lst March, 1966 were $3,611, and the aggregate 
savings since acquisition are $6,745. The book value of shareholders’ equity at the 31st March, 1966 was $198,731. 
United Co-operatives of Ontario’s proportion of the savings of Co-operators Insurance Agency Limited for the fiscal year 
ended 3lst December, 1965 was $1,186, and the aggregate savings since acquisition is $36,617. The book value of 
their proportion of shareholders’ equity at 3lst December, 1965 was $36,867. 


None of the savings of these unconsolidated subsidiaries has been taken into income of United Co-operatives of Ontario 
- except for a dividend amounting to $2,565 received from Twin Pines Apartments Limited. 


24th September 25th September 


b) Other investments consist of: 1966 1965 
em ROICIMCONNDANNCS:. eet ere a wk GA a ww ee Sa oe ye Med $ 629,096 $ 508,484 
DediemioeOulemeconloanies ee. VE eo tak hn abe ee en eke ae es 164,204 150,961 
SOS MIUIES == BIS. ae Bios ha ee ets Fee eee eer dete: 490,000 490,000 
Loans: tor Kecell CHC ler ietenNiSS ee as co ia oe cee eae on ec aera cae eae ae 344,718 328,608 
PRODChIC SEEM cre Maan nears ARMs itanads mes a eka Gur aeaay en ale Rerehe 409,475 501,118 
MOGI Sa CS amrann eRe eet rt MOTE oF WM rr tfc 6 gi (es has case cols Goenere- eign ee eens 1,408,597 1,641,144 

3,446,090 S20) S)1'5 
ResssiCurrent pontion included unden cunremt assets. -.-.-...2-..-9-59-.- 278,665 205,668 
85 SY Gy 2S $ 3,414,647 

Details of investments in mortgages are: 

544% 6% 7% Total 

First Mortgages 

DUCHES G6a19 6 Ones. Ateneo dene crere ears oe eat $ 49,925 

WO SISTUCI AGO eran tes AO ee ern Oe A aie 55,700 Sl Shik 
OS OBO 8S samme erne amine nai 4 ier fu in we Se od 4s 62,049 
841,143 117,749 101,656 $ 1,060,548 
Second Mortgages 
DUE, NORMS Se anda pane ee ee ce one 9,980 11,927 
Ose OV Omen tee ery ure yee a wy 48,500 120,493 
MOVGSUO SS mae erie a hides ae ieka shoe cee 91,359 
149,839 132,420 282,259 
Other Mortgages 
DUCRIOTAEIOT Gage tetas BO Reese ie shoe 73,890 73,890 
Gh SALIL JlAis' 267,588 $ 307,966 1,416,697 
MOhinamomRGSChVE sc tigtaeri kk ieee tera e aes, Sede 8,100 
$ 1,408,597 


ie) 


3. PROPERTY AND EQUIPMENT 


24th September 


1966 
Assets — at cost 
99 pana Meenas cob Pe ah dec en ema Bae a Nurs ieee canbe em A Aish Sy 1 Ae 8 $ 479,099 
BUMGIIGS 's «gue colts Bole mee eee MCHIeRe op MRR tl.a pat va Renee ai cee tec clea ere aap ans arr 6,040,842 
Machinery;and equipments x2 sect ecceey oace ee ieee cca ryt stot aoe een ree tea 5,941,411 
Automobiles andi trucks 255 ou = treater cmenee crite caereat oti iranian cert Nn tr ee ISSA es: 
$14,334,825 
Accumulated depreciation 
BUNGINGS. gcc SS .cte Rees LN od 2 A tee ote a eel Sunn I eR ran ae ee are a $ 1,205,234 
Machinery .and. equipment: .\.°) se 25 ote sar ceca tors & remnants re reenter ee 3,213,494 
Auitomobilessand* trucks: aa. 2c eee cee taaeiree he Ree ete cnt iene eee 725,693 


$ 5,144,421 


Net eBook Valdes ee ipe cuce elie cist oc cere oes part cecil e $ 9,190,404 


4. LONG TERM DEBT 


Details of amounts outstanding were: 


25th September 
1965 


$°. 396,922 
4,553,222 
4,543,344 
1,078,968 


$10,572,456 
$ 1,005,393 
2,663,428 
563,738 

$ 4,232,559 
$ 6,339,897 


Debentures 4% Ap% 5% 52% 6% Total 
19682 % Bek See kia nn. $ 10,800 $ 10;650° 3 21,450 
19692 a Se Re ch eats $ 1,700 1,300 20)250 25,200 
19700 ee aes 872,650 872,650 
1971 ee ee ee ae 1,203,950 1,203,950 
TOZ 2c Se Gee ar ae $ 146,300 $ 14,400 54,200 214,900 
LOT SiS aes ee eens oe 229,020 500 229,520 
197 Ae ee ota ne nae 152,550 152,550 
TOT SR at Sn as ee ee 140,400 61,450 2,628 204,478 
TOT GPe Bata oh, ee 254,800 32,100 460,625 747 S25 
LOVE ere te oe 539,300 35,700 575,000 
1078 eee ee eee ae 402,000 18,500 420,500 
1979) ee ee Be ee 1172506 16,000 133,500 
I9SO Tae eee ae ee 439,200 439,200 
(OB Oe cee tan ae 373,050 373,530 
LOS ee eam eee 110,400 159,498 269,898 
VOB Sree alt oc ace eee 57,000 54,750 111,750 
1 OB Sytke cate ind onl eg eee 117,100 64,324 181,424 
LORD eee cpio Aen hae 37,700 424,997 462,697 
TOS6 ret ee ae 367,855 367,855 
O87 ne ee ene 14,300 14,300 
TOSS serena) ame a mee 18,500 18,500 
LOCO See rt ee aire eee 21,000 21,000 
TOOO TR eis fe Ven eee 2,500 2,500 
$ LOC -$ 12,100 $ 1,981,870 $ 480,150 $ 4,636,107 $ 70627 
197SxCompound debentures —=— Gs 5, cc aie eters etree eet ee esr ag S168 
$ 7,193,540 
Mortgages 
Province of Ontario 
A%~ due L9G7=TOT Ys oie cacis akiris' 5.0 ares as eo ree, Oia eek $ 17,500 
5% “dues, 1968-19798 oe i 0:55 sae ea ie een nn ee 82,584 
6% dhe "197 TeTOB4 = on sics Ec oS a so 2 eee a esa ee eet 401,613 
om $ 501,697 
Less: Principal repayments: due withinvonewear ...e a oa eee ee 49,444 
452,253 
Other Mortgages 
6% due: TOG 7-172) oe aus Get alee eegitere season ern, deta oe can en tenn ee ee STL 072 
BH DUS: LOPS I rains Me bate: sep helene Pe eet aie ap mee A oan, RE cee oe ae 200,000 
sae ; $311,072 
Less: Principal ‘repayments ‘due: within one year t=,.; 2404 er ee see eee 24,064 
287,008 


TOTAL LONG TERM DEBT 


$ 7,932,801 


During the year, new debentures totalling $1,282,141 were issued and debentures totalling $163,400 were redeemed. 
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5. SHARE CAPITAL 
Authorized 


Preference Shares 
Class “A” 5 percent, cumulative, non-voting, preference shares with a par value of 
pumeachemeceemanioval DAF... cokes ora wo sutee Hes bo fcc sds au vince ot oe one ne 
eMC LE LRA BUEN EEA as 4 cnc. anole due os sida s sc FES v EA pense nyheter 


Class “B” 4 percent, cumulative, non-voting, preference shares with a par value of 
POMC ACIMERCCEENTIG DIO mat DAle «coe aa fd Aletece mesh nath cnc Gece Us auibos ha tole ne Pee 


er re me UNIe VEAL en Pe 8 a elas Sng iw wis atnn Sadie Seana oa ok Ales des eng cane 


Common Shares 
Co-op common shares with a par value of $10 each, redeemable at par: 


Eaencomautnonized:atec othmochtembemrl9G5. 55 2..06.. 4 cobs ores se doth ane a anne 
mera ENO TG UI) VOAU eat rae Pete eS os ose, 50 2 icc qin Radu dueaseupbice Seeened abeh De 


Balancecalimonizedecathrse ptember lO 6Gieres re. 4. ve dnc cleo ses be ae he eee 


Changes during the year in shares issued and outstanding were as follows: 


Preference Shares 
Class “A” 
Cwis eacling 2am. Sood stele, TUS sle\-As 5 Ale cat Skane cease ADEE arene reer Rei na eee 


Issued during the year 

For cash 

FUNKY JOBNGC] 0. haste Seem SOSRS og SORE: GhG-e-clers Ac. Bat rouge gency oem iene nn a eee eer arene ee aa 
su, SENIGP jaca Sia tte ce ih 0 SEE ee, SR oe 


For net assets acquired from local co-operatives: 


FUITD? JOBIGD ohele ob 010 6 5b ea W coche, ageO ANE, Ole Neen ea enn ee flan arn ee ae 
$e a | Cla OR ON UR GIR PC toons (os Sistas Hone Selo asd ay os, wiv + 4 othe Meee e 


Redeemed during the year: 


FUNNY (ORME) one oo 9 oh 3% A: trloccee 5 oP ONRRONS Bee, ee Dee ee re A ch e 
PRIRE [OBC] «6 a4 =o :505/ oo Boma OSU Choe OF ee a er er ae eee ee 


Set einmeaue: +t Selene. L906) alk Andee (ass s aut vatd-a ead ad enced ane eke eee Rede aye 


Class “B” shares issued 
aS i) EET rer Mee ete Se, oe Pact gl cs EUS & i aussi, soctes ns meen oa auee 6, MSCs uate 


For net assets acquired from local co-operatives: 
PUI) (SBR). oo Ge 2h w Ato Ore Se ie na ee om ee nce 
tt A ee MO) Wnt RS ei sk kala ape cot se Gee wiga Awe ghee 2 Rone 


Redeemed during year: 
UUM? ORENIG)s eee as Seat a eR lek eee Isc Osha ass cn a se a eC aa eee 


OuistancingeateZ24 hese ple moeiwelO SCM see te uae © ache a cee y el wh een lnm oer 


Common Shares 
Ouistanciiesal: 2 onl oCOleImoere: | QOON ER. 2 Ftsn 2 le 8 Gk ool eo oe eieb stout pete ene, Vemeguameaele sc 
Issued during the year: 
For settlement of patronage returns: 
ORG: Ceara 4S NEE Re SS. 8 Oe ene roe ee Ay ae ae are ere Areca ron ene ae 
Barr ire ee emma (eRe ROT: Be bled SAO Ws lS Coe aie ves, «wee Rane a eee cage a eee 
For cash 
AUIS Vache Gone ieee Pees, | means © Aer Cae i an en es 2 Se Some ee ee ere 
Parte aC mame et meres Ne UU RNR. Mer Sanat ten b\-0 a cutee aes, ae ces eepne oe eke a Spee 


Less: Redeemed during the year 


SNE meal Cee SS ee nce a8. t gos ON ee cy Ate: Me em he ha a Ge hs baa kd ped ae SOR 
aCe ee Leds aM ee, GA A iva ake. eres Soil ne seers vel ssialatce oo Bee SU ia Yous 9s 


Oliistancdineeatecs thocblemDecimml OOO mn renee eeu te iseaane Gino ieee ert. canes 


No. of 
Shares Amount 
500,000 
9,864 
490,136 $ 4,901,360 
500,000 
543 
499,457 4,994,570 
1,486,897 
41,946 
1,444,951 14,449,510 
$24,345,440 
85,578 $ 853,742 
43,453 434,530 
326 1,254 
43,779 435,784 
89,055 890,550 
2,594 11,645 
91,649 902,195 
221,006 PNG 21 
9,759 97,590 
105 524 
9,864 98,114 
Ziel AD $ 2,093,607 
2 $ 20 
6,943 69,430 
147 733 
7,090 70,163 
7,092 70,183 
543 5,430 
6,549 $ 64,753 
377,667 $ 3,748,620 
19,056 190,560 
598 1,664 
624 6,240 
286 1,728 
398,231 3,948,812 
41,438 414,380 
508 1,681 
41,946 416,061 
356,285 SS Bylo pol 


ba! 


The net assets of local co-operatives acquired during the year were as follows: 


Accounts: receivable? sabe Chases aoa ater oes occu een rr ne $ 2,082,453 
FAVETIEORIOS, 20 oee cecceek tas, cs eek Re sence reel Se RG tan ee ee agen gar 1,705,682 
FixXGd. -ASSOES ere Re a ae ao cea Aare Se 2,078,021 
Other assets res cto cere cea tee es er oa ECAP tn se ecm rat A Oe a 277,196 
oe $ 6,143,352 
GUrretit TAUtiSSe ba eee o, cicseie ceca sed A cera ig ree 1 5/12 O64 
Long terns abilities. <c.a so oe: ciao oe bee eee ere en rae Ae 886,075 
—_—_—___. Paley. SIS) 
Purchase. price. 2 cucu. vcs S0US-3 Wa eee ee eee eee ea $ 3,686,213 
The consideration for the purchase was: 
Offset of amounts owing to United Co-operatives of Ontario..................... $ 2,534,836 
DEBEMTURES 2 FCy Sena cae SCPE, aL dy ee RE ere a Pe 285,612 
Preferencesesiares. —— Classe Aa 0 en en Sera cece eee 902,195 
== Class Bl ks Phone epee ea aera ee ra 70,163 
3,792,806 
Less: Shares redeemed, held by local co-operatives as follows: 
Commenmsharess helds bys localikco-0peraliVes aera tein een anne $ 809,501 
Common shares distributed by local co-operatives to members.............. 702,908 
Balance redeemed se ncce.t: zie wan ek cess ote gE Geeta TO Sere Ree Eg 106,593 


$ 3,686,213 


6. INCOME TAXES 

The income taxes payable in respect of the year ended 24th September, 1966 amount to $146,080. The difference of 
$78,020 between this amount and the taxes charged against income results from claiming for tax purposes an amount 
greater than the depreciation recorded in the accounts. This difference is applicable to those future periods in which 
the amounts claimed for tax purposes will be less than the depreciation recorded in the accounts and is, accordingly, 
included in the balance sheet in the item “Accumulated Tax Reductions Applicable to Future Years”. 


7. PATRONAGE RETURNS AND DIVIDENDS ON PREFERENCE SHARES 


In November, 1966 the Board of Directors authorized the provision of a patronage refund to members of $308,317 and 


payment of dividends on preference shares of $64,927. 24th September 25th September 
8. COMMITMENTS AND CONTINGENCIES 1966 1965 
Commonesharesstor be nedeeimecaceme re. csntcs ewer cn irs armament $209,180 $276,950 
Uncalled balance of shares subscribed for in other companies............... 210,900 PINS) 1/50, 


9. ACQUISITION OF LOCAL CO-OP FACILITIES 


During the year United Co-operatives of Ontario acquired the assets and assumed the liabilities of twenty-three local co- 
operatives. The businesses previously conducted by the local co-operatives have been carried out since the acquisition 
dates as branch operations of United Co-operatives of Ontario. 


STATEMENT OF PATRONAGE RETURNS TO MEMBERS» 
For the 52 weeks ended the 24th September, 1966 
(With comparative amounts for the 52 weeks ended the 25th September, 1965) 


1966 1965 
Hardware 93 ee oo $ 16,766 $ 36,874 
Gasoline and heating oils ....0. 2... oe 98,009 153,849 
Lubricating oils-and oreases °.20) oo ee oe _ 8,204 — 
Propane 2) 6 ee 3,703 6,749 
Balanced and broiler feeds .................... ee eG — 24,396 
Premix, concentrates, feeding oil and animal health.............. 13,315 81,869 
Agricultural. chemicals: 34.4304. — 8,978 
SOGd oe Rl es _ 11,790 
Grain 2 ee ‘ 12,245 32,456 
Livestock —_ 6,900 
Grain marketing ............... A oo 7,537 
Rela ee boa 104,279 4825 
TOTAL ee ee $308,317 $304427 ) 
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5 : 32.3% 


26.5% 
25.8% 


1960 1964 1965 1966 1960 1964 1965 1966 
= Accounts Receivable i Inventory S Short Term Borrowing 7 Accounts Payable 


Investments Be Property and Equipment Long Term Debt Be Equity 


A NEW SYMBOL IS DEVELOPED 


The wee on the front cover, in red and green, 
is the new identification symbol for United 
Co-operatives of Ontario. We are now retailing 
farm supplies and consumer goods and ser- 
vices —a relatively new function for us. The 
symbol is designed to distinguish our facilities 
from those of other companies. 


You will still see the familiar Go-ep) trade mark 
on quality CO-OP products sold by United 
Co-operatives of Ontario and other retail 
co-operatives in Ontario. 


UNITED CO-OPERATIVES OF ONTARIO/35 OAK STREET/WESTON / ONTARIO 


